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HEALTH SECURITY FOR AMERICANS.

The current health insurance market provides

too little protection for individuals and families with significant health problems, and makes it
too difficult for employers -- particulatly small employers -- to obtain adequate coverage for
their employees. That is why I am pleased to focus in this newsletter on a bipartisan proposal
that has been introduced that would make modest, but important improvements in American's
health insurance, providing additional access to health insurance for many people.
The title of this measure is the Health Insurance Reform Act of 1996 (8 1028/HR 2893).
It will reduce many of the current barriers to obtaining health coverage by making it easier for
people who change jobs or lose their jobs to maintain adequate

coverag~,

and by providing

increased purchasing power to small businesses and individuals.
The legislation builds upon successful state reforms and strengthens the private market
by requiring health plans to compete based on quality, price, and service instead of refusing to
offer coverage to those who are in poor health and who need it the most. According to the
General Accounting Office passage of this proposal would help at least 25 million Americans
each year.
What follows is a summary of the major features of the bill:
1.) The legislation limits exclusions for preexisting condition•. The bill prohibits health
plans from limiting or denying coverage for more than 12 months for. a medical condition that
was diagnosed or treated during the previous six months. Once the 12-month limit expires, no
new preexisting condition limit may ever be imposed on people maintaining their coverage, even
if they change jobs or health plans.
The bill provides that coverage of less than 12 months may be credited against any
preexisting condition exclusion under a new health plan. For example, an individual who has
had coverage for six months when he or she changes jobs or health plans would face a maximum
additional exclusion of six months, rather than the normal 12 months.
2.) The legislation guarantees availability of health coverage. The bill prohibits insurance
carriers, health maintenance organizations, and other entities issuing health coverage from
denying coverage to employers with two or more employees. It also prevents employment-based
health plans from exclurling any employee from coverage based on health status.
3.) The legislation guarantees renewability of health coverage to employers and
individuals.. Except in the case of fraud or misrepresentation by the policyholder, the bill
generally requires health plans to renew coverage for groups and individuals as long as
premiums are paid.
4.) The legislation ends "job lock" by making health coverage portable. Because the bill
limits. preexisting condition exclusions and provides credit for prior continuous coverage,
workers will no longer be locked into jobs or prevented from starting their own businesses for
fear of losing their health coverage.
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S.) The legislation promotes grOUP purchasing. The bill assists employers and individuals

in forming private, voluntary coalitions to purchase health insurance and negotiate with providers
and health plans. State laws prohibiting such associations or excessively restricting their ability
to bargain with health plans are preempted. These coalitions can provide small employers and

individuals the Icind of clout in the marketplace currently enjoyed by large employers.
6.) The legislation improves COBRA coverage for disabled individuals and newborns.
Under current law, the Consolidated Omnibus Budget Reconciliation Act of 1986 (COBRA)
allows disabled workers to extend their employment-based coverage for an additional 11 months
(beyond the original 18 months available to all workers) if they become disabled during the
course of employment with that employer. This law is designed to allow disabled individuals
to maintain private health coverage until they are eligible for Medicare. It would also allow
individuals who have disabled family members or who become disabled during the original 18
month period of COBRA coverage to take advantage of the additional extended coverage
currently available only to workers who already are disabled at the time they leave employment.
In addition, the legislation allows newborns and adopted children to have access to their parents'
COBRA coverage immediately, instead of waiting until the health plan's next open emollment
period.
7.) The legislation helps individuals leaving group coverage maintain health coverage.
The bill guarantees the availability of individual health coverage to individuals who have had
employment-based coverage. Because the states are experimenting with methods of guaranteeing
individual coverage and the National Association of Insurance Commissioners is developing a
model law, the legislation provides maximum flexibility for the states to address the issue of
group-to-individual portability and directs the Secretary of Health & Human Services to study
current state efforts.
8.) The legislation applies to all employment-based health plans. The reforms contained
in the bill generally apply to all group health plans sponsored by employers, unions, and selfinsured plans, and to all employers with at least two employees.
9.) The legislation promotes state flexibility.

With respect to policies offered by

insurance carriers, health maintenance organizations, and other entities that currently may be
regulated by the states, the bill allows states to enact insurance reforms providing additional
protection for consumers beyond the minimum requirements contained in the legislation.
10.) The legislation retains ERISA preemption. With respect to self-insured health plans
offered by employers and unions, the legislation does not modify or supersede the preemption
provisions of the Employee Retirement Income Security Act of 1974 (ERISA).
11.) The legislation contains no spending or mandates. The legislation does not impose
new, inexpensive regulatory requirements on individuals, employers, or states, and it does not
create new federal bureaucracies.
When Americans are asked about the foremost issues on. their mind, health care is
invariably among the concerns they voice. This is one way to, in part, address that concern.
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